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China Tianrui Group Cement Company Limited is one of the top 12 national cement producers, and is also the only
non-state-owned enterprise designated by the Ministry of Industry and Information Technology of the PRC as one of
the five leading cement companies that have received support from the PRC government for undertaking cement
industry-specific mergers and acquisitions in the central China region. When undertaking cement industry-specific
mergers and acquisitions and seeking project investments, our Group receives government support in the form of
priority and preferential policies with respect to project approvals, grants of land use right and credit approvals. The
Group has grown rapidly and strengthened its leading market position in Henan and Liaoning provinces through active
organic growth and acquisition activities.

Advanced technological equipment. As of 31 December 2014, all of our clinker production lines are New Dry Process
clinker production lines (NSP technology) equipped with residual heat power generation equipment, which can
effectively reduce electricity cost and pollution, including a clinker production line of daily production of 12,000
tonnes established in 2009, which represented the world’s largest clinker production line using the most
advanced technology at the time, and operated smoothly with remarkable benefits since its commencement of
production.

Promising prospects for regional development. As a leading cement producer in both Henan and Liaoning regions, we
benefited from the revitalization of the economic zone in the central China region and the traditional industrial
bases in northeast China, and the development of the Bohai Economic Rim. The State Council of the PRC
promulgated the Guidelines on Developing the Central China Economic Zone and their implementation rules
in 2011 and 2012, respectively, with the aim to, among other things, promote the urbanization and further
develop the infrastructure in these regions. We believe that we can strengthen our market position by further
expanding our production capacity and benefitting from the PRC government policy initiatives.

Sufficient reserve of resources. We have sufficient limestone reserves and composite materials in Henan and Liaoning
provinces. All of our clinker production facilities are located near our limestone quarries with sufficient resources
to support our operations for at least 30 years.

Standardized management and brand advantage. The Group has adopted a management model in line with
international standard. The timely technical support provided by our professional technology team to our
management team has laid down the foundation of our product quality and operation safety. Our Group is one
of the few cement producers in China which have obtained the International Organization for Standardization
(ISO) certifications for three management systems of quality control, environmental management and occupational
health and safety and for product quality, at both the parent and operating subsidiary levels. Our cement sold
under the brand name “XIHTIANRUI", owing to its high quality, has been recognized as a “Chinese Famous
Trademark” by the State Administration for Industry and Commerce. Leveraging our brand name and high-quality
products, we have successfully won tenders and become a qualified primary cement provider for a number of
high-profile, large-scale infrastructure projects in China, including, among other things, the South-North Water
Transfer (F87K3L#d), Ha'erbin-Dalian Express Railway (| A=), Shijiazhuang-Wuhan Express Railway (B E &
#)), Zhengzhou-Xuzhou Express Railway (&% =) and Beijing-Shenyang Passenger Dedicated Line (FUL R 5).

Committed to environment protection and sustainable development. The Group is committed to the research and
development of advanced and environmentally-friendly technologies and recycling of waste materials. We have
invested to construct residual heat recovery power generation equipment, to improve dust recovery equipment,
and to construct mullock recycle system and waste materials recycle system. We are also one of the three Chinese
cement companies that have been accepted by World Business Council for Sustainable Development as a
member of the Cement Sustainability Initiative (CSI). The Group will as always improve its competitiveness and
sustainable ability, and believes that it will achieve better results in future.

CHINA TIANRUI GROUP CEMENT COMPANY LIMITED  Annual Report 2014



Company Profile

CORPORATE STRUCTURE

As at 31 December 2014, the corporate structure of our Group was as follows:

52% 48%
100%

Tianrui Group®

Tianrui
International®

100% 100%

51.25%

48.75%

39.57% 6.66%

Mr. Tang®?

100%

Wan Qi

28.71%

JPMorgan PCA!®

8.36% 16.70%

Our Company

100%

Zhong Yuan
Cement!

100%

Tianrui (HK)!?

100%

Tianrui
Cement!™

25 wholly owned

subsidiaries

5 non-wholly

owned subsidiaries"®

M “Chairman Li" refers to Mr. Li Liufa (3887%), the founder, chairman and controlling shareholder of our Group.

(2 “Mr. Tang” refers to Mr. Tang Ming Chien (FEB3F), a Canadian citizen and the sole shareholder of Wan Qi Company

Limited.

(3)  'Tianrui Group" refers to Tianrui Group Company Limited (KIm&EBE D ER AR, a company incorporated in the
PRC with limited liability, which is 52% owned by Chairman Li and 48% owned by Li Xuanyu, a son of Chairman Li.

(4)  'Tianrui International” refers to Tianrui (International) Holding Company Limited (K Im(BIFR )= AR A 7)), a company
incorporated in the BVI with limited liability, which is wholly owned by Tianrui Group.

(5)  "Holy Eagle” refers to Holy Eagle Company Limited (1#&/GBR A &), a company incorporated in the BVI with limited
liability, which is wholly owned by Tianrui International.

(6) “Yu Qi" refers to Yu Qi Company Limited (B BRAF]), a company incorporated in the BVI with limited liability,

which is wholly owned by Tianrui International.
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(15

(16)

“Yu Kuo” refers to Yu Kuo Company Limited ((2F8BBR /A &), a company incorporated in the BVI with limited liability,
which is 51.25% owned by Holy Eagle and 48.75% owned by Yu Qi.

"Yue Xiu" refers to Yue Xiu Investment Fund Series Segregated Portfolio Company (HFEE B KR EHLHE AR, a
company incorporated in Cayman Islands with limited liability.

“Wan Qi" refers to Wan Qi Company Limited, a company established in the BVI with limited liability and wholly owned
by Mr. Tang.

“JPMorgan PCA" refers to JPMorgan PCA Holdings (Maurituis) | Limited, a company established in Mauritius with limited
liability.

“Zhong Yuan Cement” refers to Zhong Yuan Cement Company Limited (FF FR7KJEA BR 2 F)), a company incorporated
in the BVI with limited liability and a wholly-owned subsidiary of our Company.

“Tianrui (HK)" refers to China Tianrui (Hong Kong) Company Limited (FF Bl X35 (& %) IR A R]), a company incorporated
in Hong Kong with limited liability and a wholly-owned subsidiary of our Company.

“Tianrui Cement” refers to Tianrui Group Cement Company Limited (KIm5EE7KEAB R A )), a wholly foreign-owned
enterprise established in the PRC with limited liability and a wholly-owned subsidiary of our Company.

The 25 wholly-owned PRC subsidiaries of our Group are Tianrui Group Ruzhou Cement Company Limited (KI5
SN AR A F, “Ruzhou Cement”), Tianrui Group Zhoukou Cement Company Limited (KIimfeEE O ARBR A
@), "Zhoukou Cement”), Weihui Tianrui Cement Company Limited (Br#8mH KIsAEBR AR, "Weihui Cement”),
Shanggiu Tianrui Cement Company Limited (7 fr KIm/KJEBBR A &), "Shanggiu Cement”), Tianrui Group Zhengzhou
Cement Company Limited (KIimEBEEMKEERAF], “Zhengzhou Cement (Xingyang)”), Dalian Tianrui Cement
Company Limited (KiBKXIm/KEHBR A F], “Dalian Cement”), Yingkou Tianrui Cement Company Limited (& [ KIm7K
JEBMRAF], "Yingkou Cement’), Tianrui Group Nanzhao Cement Company Limited (KIGEE R BKEER A7),
Liaoyang Tianrui Cement Company Limited (EFZARIH/KEBRZAR], ‘Liaoyang Cement’), Tianrui Group Yuzhou
Cement Company (Kirnf B &M KEHER AT, formerly known as Yuzhou Zhongjin Cement Company Limited (&
INTI AR SRR BBR A ], "Yuzhou Cement”)), Tianrui Group Xuchang Cement Company Limited (KIGEEFFE/KEH
R 8)), Tianrui Group Guangshan Cement Company Limited (KEmE B Y ILZKEABR/AR] “Guangshan Cement”),
Zhengzhou Tianrui Cement Company Limited (E8)KIm7/KEHBBR A B, “Zhengzhou Tianrui”), Tianrui Group Xiaoxian
Cement Company Limited (Kim5 B & /KEH R A 7)), Tianrui Group Ningling Cement Company Limited (KEr%e
B ZEIORABR AT, Lushan Antai Cement Company Limited (B1UZZFIBBRAE], “Antai Cement”), Yuzhou
Zhongjin Mining Company Limited (&M F #8IEZE AR A7), Liaoyang Liaota Tianrui Cement Company Limited (&
5 X I BB 7KR AR AR, ‘Liaota”), Dengta Liaota Cement Company Limited (B mEENKEAR AR, "Dengta
Cement”), Liaoyang Tianrui Liaodong Cement Company Limited G& [ X1 K EEE B R A 7, “Laodong Cement”),
Liaoyang Tianrui Weigi Cement Company Limited (EFXIGEME/KEFRZA TR, "Weigi Cement”), Dalian Tianrui
Jinhaian Cement Company Limited (REXIFE®/E=E/KJEGRZAF], "Dalian Jinhaian”), Haicheng the First Cement
Company Limited (B M —7KEAR AR, “Haicheng Cement”), Haicheng Tianying Construction Stone Mining
Company Limited (BT RERZEAMEIEGR A A, ‘Tianying Mining”) and Tiaurui Zhuanghe Cement Company
Limited GHEAIRIR7K BB PR AT, “Zhuanghe Cement’).

The 5 non-wholly owned PRC subsidiaries of our Group are Tianjin Tianrui Cement Company Limited (K2R 7KJE
AR AT, “Tianjin Cement”), the other two shareholders are Wang Aimin (EE &) and Li Ji'ang (Z& &) while each
of them holds 20% of the equity interest in Tianjin Cement; Pingdingshan Tianrui Yaodian Cement Company Limited
(FIB LR ImPEREEBRAR], “Yaodian Cement”), the other shareholder is Pingdingshan Yaomeng Power Group
Company Limited ((FTEIL B FE E HEEHBBR 2 7)) which holds 9% equity interest in Yaodian Cement; Xinyang Tianrui
Cement Company Limited ({55 XI&/KJEEBR A 7], “Xinyang Cement”), the other two shareholders are Zhang Xiaogen
(3R/MR) and Zhang Qingrong (&5 48) in the relationship between husband and wife, who hold 20% and 10% equity
interest, respectively; Liaoyang Tianrui Chengxing Cement Company Limited (E [ X 38 E217K e A FR /A 8], “Chengxing
Cement"), the other shareholder of Chengxing Cement is Yang, Qinggeng (152 FB¥), who holds 30% equity interest;
Shenyang Tiger Cement Company Limited (&2 [R/KJE AR A A, ‘Tiger Cement”), the other shareholder is &%=
LTS R T AR /AR which holds its 40% equity interest.

“Ruiping Shilong” refers to Pingdingshan Ruiping Shilong Cement Company Limited (FTE LR A EEKEER A 7)),
a company established in the PRC with limited liability, its 40% equity interest is held by the Company and the other
shareholder, Pingdingshan Ruiping Coal & Electricity Company Limited (FIELL TR FEE AR AR, is holding its
60% equity interest.
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II.  DISTRIBUTION AND PRODUCTION CAPACITY OF PRODUCTION FACILITIES

The Group's operating production facilities are mainly located in Henan province, Liaoning province, Tianjin city
and certain parts of Anhui province. Our production facilities in Henan province are strategically located along
the “Two Vertical and Three Horizontal” expressways and the “Two Vertical and Two Horizontal” railways, and
our production facilities in Liaoning province and Tianjin city are strategically located along the Harbin-Dalian
Express Railway and the Bohai Economic Rim. Our production facilities are strategically located at the intersection
area of limestone resources, end market and the junctions of transportation lines, providing us with unique
long-term strategic advantages.

As at 31 December 2014, the Group had 18 clinker production lines and 51 cement grinder production lines
with a total annual production capacity of about 28.1 million tonnes of clinker and 50.3 million tonnes of cement,
respectively, representing an increase of 1.0 million tonnes of clinker and 2.2 million tonnes of cement from that
as of 31 December 2013. Of such total annual production capacity, Henan region (including Anhui) had a cement
production capacity of 32.4 million tonnes and a clinker production capacity of 18.1 million tonnes, and Liaoning
region (including Tianjin) had a cement production capacity of 17.9 million tonnes and a clinker production
capacity of 10.0 million tonnes. In addition, we directly own 40% equity interest in an associated company which
operates two New Dry Process clinker production lines with an annual production capacity of 3.1 million tonnes
in Pingdingshan. Based on our attributable interest in such associated companies, the Group has a total of
attributable production capacity of about 29.3 million tonnes of clinker and 50.3 million tonnes of cement as of
31 December 2014. The Group prepares internal reports mainly based on two broad geographical locations
named Central China and Northeastern China. Central China includes Henan province and certain parts of Anhui
province. Northeastern China includes Liaoning province and Tianjin City.

Tianjin Liaoning
3cement 7 clinker
production lines production lines
15 cement
A production lines
Liaoning wass
A‘AA.
Tianjin A
Henan A
10clinker [N
) . X
production lines Henan
32cement Anhui .
production lines 7S Anhui
oA 1 clinker

Abess - production line

2 A

NS 1 cement

A A production line

LR
A
A

® Location of clinker production lines A Location of cement production lines
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For the year ended 31 December

2014 2013
RMB’000 RMB'000
Revenue 8,950,286 8,661,166
Gross profit 2,057,514 1,894,990
EBITDA 2,470,491 2,211,835
Profit 540,118 483,045
Of which: Profit attributable to owners of the Company 564,938 558,955
Basic earnings per share 0.24 0.23
Diluted earnings per share N/A N/A
Net cash generated from operating activities 2,338,631 1,415,037
Net cash used in investing activities (2,771,352) (3,183,253)
Net cash generated from financing activities 389,722 2,230,840
As at 31 December
2014 2013
RMB’000 RMB'000
Total assets 24,663,875 21,818,248
Of which: Current assets 7,837,624 7,455,301
Total liabilities 17,250,563 14,947,747
Of which: Current liabilities 12,859,211 10,352,117
Total equity 7,413,312 6,870,501
Of which: Equity attributable to owners of the Company 7,435,960 6,873,809

CHINA TIANRUI GROUP CEMENT COMPANY LIMITED  Annual Report 2014



Management Discussion and Analysis

BUSINESS REVIEW

In 2014, we further improved utilization rates of clinker
and cement production lines and continued to increase
the sales of cement products, which in turn further
consolidated our position as a leader in Henan and
Liaoning cement markets.

—  According to the website of Digital Cement (#F
JKJE), in 2014, the cement production volume of
Henan increased by 1.7% year-over-year to 169.8
million tonnes. On the other hand, in 2014, the
Group sold 29.2 million tonnes of cement in Henan,
representing an increase of 0.3% as compared to
that of 2013.

—  According to the website of Digital Cement (B{F
7KJE), in 2014, the cement production volume in
Liaoning was 57.9 million tonnes, representing a
decrease of 4.2% year-over-year. On the other hand,
in 2014, the Group sold 89 million tonnes of
cement in Liaoning, including 0.4 million tonnes of
cement sold by newly-acquired enterprises there,
representing an increase of 13.5% as compared to
that of 2013.

In 2014, 3.9 million tonnes of clinker were sold externally,
which remained unchanged as compared to 3.9 million
tonnes sold in 2013. Our clinkers produced were primarily
used to satisfy our internal demand for cement production.

In 2014, amidst a prolonged sluggish cement market, in
addition to the improvement of utilization rates of clinker
and cement production lines, we took several measures
to reduce production costs, such as further centralized
procurement of materials and the implementation of
refined management, which in turn allowed us to maintain
a lower production cost. This will allow the Group to
possess prominent cost advantages over major competitors
in the key markets of Henan and Liaoning.

We recorded revenue of RMB8,950.3 million in 2014,
representing an increase of RMB289.1 million or 3.3% as
compared with that of 2013. The average selling price of

our cement products RMB2154 per tonne,
representing a slight decrease of RMB3.0 per tonne as

compared to last year.

was

In 2014, we took strategic steps in consolidating cement
producersin Liaoning market, by acquiring four enterprises,
which in turn own 1 clinker production line with an
aggregate production capacity of approximately 1.0
million tonnes per annum and 3 cement production lines
with an aggregate production capacity of approximately
2.2 million tonnes per annum. The aggregate consideration
was RMB441.7 million. The acquired enterprises generated
revenue of RMB143.0 million during the reporting period.

BUSINESS ENVIRONMENT

In 2014, amid sluggish global economy, the PRC
government, after due consideration of the market
conditions, implemented a series of measures to maintain
its stability, including but not limited to targeted reserve
ratio cuts and micro stimuli. In 2014, national GDP
increased 7.4% year-over-year, which met largely the
target set by the PRC government at the beginning of the
year with its economic development within a reasonable
range, while it was also the lowest growth rate since 1990.

Due to weak growth in macro economy, growth rate of
investments which was closely related to cement demands
showed a downward trend: in 2014, China's FAI (excluding
household) amounted to RMB50.2 trillion,
representing a decrease in investment growth rate from
19.9% of last year to 15.7% this year. Investment in
infrastructure  (excluding production and supply of
electricity, heat, gas and water) increased by 25.1%,
representing a growth rate of 0.3 percentage points lower
than that of 2013. Nationwide real estate developmental
investment increased by 10.5%, representing a growth
rate which is 9.3 percentage points lower than the figure
of 2013.

rural

According to the Bureau of Statistics of relevant provincial
or municipal regions, in 2014, Henan, Liaoning, Anhui and
Tianjin, the regions where we operate, recorded year-
over-year GDP growth rate of 8.9%, 5.8%, 9.2% and 10.0%,
respectively. In the meantime, the FAI (excluding rural
household) in Henan, Liaoning, Anhui and Tianjin

Annual Report 2014 ~ CHINA TIANRUI GROUP CEMENT COMPANY LIMITED
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increased by 19.2%, -1.5%, 16.5% and 15.3%, respectively,
over that of 2013. The figures indicated that, in spite of a
lower rate than that of the previous year, in 2014, the GDP
growth rate of regions where the Group operates, was
higher than national growth level. Also, FAI growth rate
of the said areas maintained at largely the same or slightly
higher level compared to the national growth rate.

CEMENT INDUSTRY

According to the website of Digital Cement (BXIF/KJE):
in 2014, the production volume of cement in China
amounted to 2.48 billion tonnes, representing an increase
of 1.8%; total profit in the industry reached RMB78 billion,
representing an increase of 1.8% as compared to that of
last year. The increase in cement demand in China was
mainly attributable to a sustainable, stable and fast growth
rate of over 20% of the infrastructure investment that had
a material impact on the cement demand in the
investment structure. Such infrastructure investment had
undoubtedly become a major driving force that supported
a stable cement demand. In 2014, the cement production
volume in Henan, the second largest province in China in
terms of the volume of cement production, reached 169.8
million tonnes, representing a year-over-year increase of
1.7%. The cement production volume in Liaoning was
57.9 million tonnes in 2014, representing year-over-year
decrease of 4.2% over 2013. In 2014, the cement
production volumes in Anhui and Tianjin increased by
1.6% and -1.0% year-over-year respectively.

According to the website of Digital Cement (BXtF7KJE),
54 new clinker production lines commenced production
in 2014, which increased the clinker production capacity
by 70.3 million tonnes per annum, representing a decrease
of approximately 25% compared with 89.1 million tonnes
of the newly-added clinker production capacity in 2013.
Nationwide investment in cement industry was RMB108
billion in 2014, representing a decrease of 19% when
compared with the figure in 2013.

As Chinese cement industry policy continues to focus on
the importance of optimal allocation of resources and
sustainable growth of cement industry, the key task for
cement industry development going forward will be
controlling new production capacity, eliminating obsolete

CHINA TIANRUI GROUP CEMENT COMPANY LIMITED  Annual Report 2014

production capacities, saving energy and resource, and
reducing emission. The elimination of obsolete capacity
and strict approval on new capacity will improve supply
and demand dynamics, resulting in better business
environment of the cement industry. Meanwhile, The
Chinese government has been supporting larger and
more efficient cement companies and encouraging the
consolidation trend in the cement industry. With the
Chinese government’s encouragement and promotion,
mergers and acquisitions led by major cement producers
are expected to accelerate the market consolidation in
the cement industry.

FINANCIAL REVIEW
Revenue

Our revenue was approximately RMB8,950.3 million in
2014, representing an increase of RMB289.1 million, or
3.3%, from approximately RMB8,661.2 million in 2013.

With the benefit of our regular analysis of market
conditions, we have developed and adjusted our
marketing strategy in order to achieve a sustainable
competitive advantage. In light of the
competition in 2014, we adopted a proactive market
strategy by leveraging our efficient production system,
production scale and effective sales and marketing
strategies with an aim to increase our market shares in
Henan and Liaoning, which are our primary markets. Our
revenue from cement sales was approximately RMB8,193.3
million in 2014, representing an increase of RMB197.1
million, or 2.5%, as compared with 2013. The increase was
primarily attributable to the increase of sales volume of
our cement by 1.1 million tonnes or 3.1%, from 36.9
million tonnes in 2013 to 38.0 million tonnes in 2014. The
increase of our sales volume of cement was primarily due
to our proactive market strategy as described above and
the general increase in the market demand for our
cement products, driven by the demand from certain
large-scale infrastructure projects in major markets.

intensified

Clinker is a semi-finished product used to produce
cement. Our clinkers produced in 2014 were primarily
used to satisfy our internal demand for cement production.
Only 3.9 million tonnes of the Group’s clinkers were sold
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externally, which remained unchanged as compared to
3.9 million tonnes of clinkers sold externally in 2013. We
recorded approximately RMB757.0 million of revenue
generated from clinker sales in 2014, representing an
increase by RMB92.0 million, or 13.8%, from approximately
RMB665.0 million in 2013. Our revenue from sales of
cement as a percentage of revenue was approximately
91.5% in 2014 and 923% in 2013, respectively. Our
revenue from sales of clinker as a percentage of revenue
was approximately 8.5% in 2014 and 7.7% in 2013,
respectively.

Cost of Sales

In 2014, we continued our efforts in reducing unit
production costs of cement and clinker by leveraging on
our economies of scale and through centralized
procurement. Our unit production cost of cement further
reduced to partly offset the negative effect on our gross
margin as the result of lower selling prices. Our cost of
sales was approximately RMB6,892.8 million in 2014,
representing an increase of RMB126.6 million, or 1.9% as
compared with 2013. The increase was primarily due to
the significant increase in our cement sales during the
same period.

Our cost of sales mainly consists of cost of raw materials,
coal and electricity. In 2014, our costs of raw materials,
coal and electricity as a percentage of cost of sales were
42.2%, 28.5% and 17.6%, respectively. During the period,
our costs of raw materials, coal and electricity for
production of cement per tonne were RMB69.4, RMB46.8
and RMB29.0, respectively, representing an increase of
RMB4.2, a decrease of RMB8.7 and a decrease of RMB1.8,
respectively, as compared with 2013.

Gross Profit and Gross Profit Margin

Our gross profit was approximately RMB2,057.5 million for
the year ended 31 December 2014, representing an
increase of RMB162.5 million, or 8.6%, from approximately
RMB1,895.0 million last year. Our gross profit margin
increased to 23.0% in 2014 from 21.9% in 2013. The
increases in both gross profit and gross profit margin were

primarily due to reduced purchase prices of coal and
decreased unit costs of products as a result of expansion
of production scales.

Other income and other gains and losses

Other income was approximately RMB446.8 million for the
year ended 31 December 2014, representing an increase
of RMB46.1 million, or 11.5%, from approximately RMB400.7
million for the year ended 31 December 2013. The
increase was primarily due to increase in income from
value-added tax refund.

Selling and Distribution Expenses

Our selling and distribution expenses were approximately
RMB390.0 million for the year ended 31 December 2014,
representing an increase of RMB42.9 million, or 12.3%,
from approximately RMB347.1 million for the year ended
31 December 2013. The increase was primarily due to a
significant increase of transportation and shipping
expenses as a result of the increase in our cement sales
volume.

Administrative Expenses

Administrative expenses were approximately RMB382.3
million for the year ended 31 December 2014, representing
a decrease of RMB23.3 million, or 5.7%, from approximately
RMB405.6 million for the year ended 31 December 2013.
The decrease in administrative expenses was mainly due
to the fact that we adopted stricter budget control.

Other Expenses

Other expenses were approximately RMB18.0 million for
the year ended 31 December 2014, representing a
decrease of approximately RMB43.5 million, or 70.7%, from
approximately RMB61.5 million for the year ended 31
December 2013.

Finance Costs
Finance costs were approximately RMB961.2 million for

the year ended 31 December 2014, representing an
increase of RMB209.1 million, or 27.8%, from RMB752.1
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million for the year ended 31 December 2013. The
increase was primarily attributable to the increase in
interest expenses due to increases in both the Company's
total debts and average interest rate of borrowings as
compared to those of 2013.

PROFIT BEFORE TAXATION

As a result of the foregoing, our profit before taxation was
approximately RMB752.8 million for the year ended 31
December 2014, representing an increase of approximately
RMB23.5 million, or approximately 3.2%, from
approximately RMB729.3 million for the year ended 31
December 2013.

INCOME TAX EXPENSES

Our income tax expenses were approximately RMB212.6
million for the year ended 31 December 2014, representing
a decrease of RMB33.7 million, or about 13.7% from
approximately RMB246.3 million for the year ended 31
December 2013, which was mainly due to lesser deferred
taxation adjustment issues.

PROFIT ATTRIBUTABLE TO OWNERS OF THE
COMPANY AND NET PROFIT MARGIN

As a result of the foregoing, our profit attributable to
owners of the Company for the year ended 31 December
2014 was approximately RMB564.9 million, representing
an increase of RMB5.9 million, or about 1.1%, from
approximately RMB559.0 million for the year ended 31
December 2013. The net profit margin decreased from
6.5% for the year ended 31 December 2013 to 6.3% for
the year ended 31 December 2014, primarily attributable
to the comparative increase of our financial costs as
compared to our revenue.

FINANCIAL AND LIQUIDITY POSITION
Trade and other receivables

Trade and other receivables increased from RMB1,992.1
million as at 31 December 2013 to RMB2,106.1 million as
at 31 December 2014, mainly due to the increase in
balance of trade receivables.
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Amounts due from an associate

The amounts due from an associate of approximately
RMB458.6 million as at 31 December 2014 (2013: Nil)
represents the advance payment paid to Ruiping Shilong
for the clinker purchase in 2015 under the Clinker Supply
Framework  Agreement. The advance payment
arrangement has been agreed after arm’s length
negotiation to secure clinker supply in 2015 on competitive
pricing terms.

Inventories

Inventories increased from RMB1,311.9 million as at 31
December 2013 to RMB1,331.0 million as at 31 December
2014, primarily due to the Group's expansion of scale after
the acquisition of four enterprises completed this year.

Cash and cash equivalents

Cash and bank balance decreased from RMB1,016.3
million as at 31 December 2013 by RMB43.0 million or
42% to RMB973.3 million as at 31 December 2014,
primarily due to large cash outflows as a result of increase
in investment activities during the current year.

Borrowings

As at 31 December 2014, the amount of total borrowings
and bonds (including corporate bonds) of the Group
increased by approximately RMB1,288.0 million or 12.2%
to approximately RMB11,863.9 million from RMB10,575.9
million last year. Borrowings due within one year and
short-term bonds (including mid-term bonds due within
one year) increased from RMB6,375.9 million as at 31
December 2013 to RMB7,822.3 million as at 31 December
2014, of which, approximately RMB3,221.0 million was
borrowings at fixed interest rates; borrowings due within
one year, mid-term, long-term bonds and corporate
bonds decreased from RMB4,200.0 million as at 31
December 2013 to RMB4,041.6 million as at 31 December
2014, which were borrowings at floating interest rates; the
Group has been repaying the debts in accordance with
the terms of the loan agreement, and we had unutilized
bank facilities of approximately RMB1,123.0 million as at
31 December 2014.
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Principal sources of liquidity

The Group's principal sources of liquidity have historically
been cash generated from operations and bank and other
borrowings. We have historically used cash from such
sources for working capital, production facility expansions,
other capital expenditures and debt repayments. We
anticipate these sources will continue to be our principal
financing in the future. We expect our cash flow will be
sufficient to fund our ongoing business requirements.
Meanwhile, we have decided to further broaden our
financing channel to improve our capital structure.

MAJOR ACQUISITIONS AND DISPOSALS

In 2014, we took strategic steps in consolidating cement
producers in Liaoning market by acquiring four enterprises
comprising 1 clinker production lines with an aggregate
production capacity of approximately 1.0 million tonnes
per annum and 3 cement production lines with an
aggregate production capacity of approximately 2.2
million tonnes per annum. The aggregate consideration
was RMB441.7 million. Such acquired capacities contributed
RMB143.0 million to our revenue for the reporting period.

GEARING RATIO

As at 31 December 2014, our gearing ratio was 69.9%,
representing an increase of 1.4% from 68.5% as at 31
December 2013. The change of gearing ratio was due to
the increase of our current liabilities during the period.

As at 31 December 2014, our current ratio was 0.6,
representing a decrease by 154% from 0.7 as at 31
December 2013. Our quick ratio was 0.5, representing a
decrease of 0.1 or 14.7% from 0.6 as at 31 December 2013.
Changes of above ratios were due to the increase of
ending balances of loan receivables, trade and other
receivables.

As at 31 December 2014, our equity ratio was 2.3,
representing an increase of 0.1 or 7.0% from 2.2 as at 31
December 2013. The change of equity ratio was due to
the increase of current liabilities from the current year.

Notes: 1. Gearing ratio = total liabilities/total assets X 100%;
2. Current ratio = current assets/current liabilities;
3. Quick ratio = (current assets — inventory)/current
liabilities;
4. Debt equity ratio = Total liabilities/equity interest,

of which, equity interest includes minority interest
and non-controlling interest

NET GEARING RATIO

As at 31 December 2014, our net gearing ratio was
106.5%, representing an decrease of 1.4 percentage point
from 107.9% as at 31 December 2013. Net gearing ratio
is calculated by dividing net debts by equity attributable
to owners of the Company.

CAPITAL EXPENDITURE AND CAPITAL
COMMITMENT

Capital expenditure for the year ended 31 December 2014
was  approximately ~ RMB2,998.2  million  (2013:
approximately ~ RMB2,698.3  million) and  capital
commitments for the year ended 31 December 2014 was
approximately RMB468.3 million (2013: approximately
RMB564.5 million). Both the capital expenditure and
capital commitments were mainly related to the
acquisition of the business, the construction of production
facilities and the acquisition of buildings, plant and
machinery, motor vehicles, office equipment, construction
in progress and mining rights. Our Group funded capital
expenditure through cash generated from operations and
bank and other borrowings.

Annual Report 2014 ~ CHINA TIANRUI GROUP CEMENT COMPANY LIMITED

2



Management Discussion and Analysis

14

PLEDGE OF ASSETS

As at 31 December 2014, carrying amount of the assets
of the Group pledged to secure the bank borrowings
granted to the Group amounted to approximately
RMB2,752.9 million (2013: approximately RMB2,850.3
million).

CONTINGENT LIABILITIES

As at 31 December 2014, other than contingent liabilities
arising from the provision of guarantee to third parties
and connected parties amounting to approximately
RMB733.7 million (31 December 2013: RMB798.5 million),
we did not have other contingent liabilities.

SIGNIFICANT INVESTMENTS

For the year ended 31 December 2014, the Group neither
held any material investment nor planned to make any
material investment and acquire any capital assets as of
31 December 2014.

MARKET RISKS
Interest rate risk

We are exposed to interest rate risk resulting from our
long-term and short-term borrowings. We review our
borrowings regularly to monitor our interest rate exposure,
and will consider hedging significant interest rate exposure
should the need arise. As our exposure to interest rate risk
relates primarily to our interest-bearing bank loans, our
policy is to keep our borrowings at variable rates of
interest so as to minimize fair value interest rate risk, and
to manage our interest rate exposure in all of our interest-
bearing loans through the use of a mix of fixed and
variable rates.

Liquidity risk

We have established an appropriate liquidity risk
management system of our short, medium and long-term
funding and liquidity management requirements. We
manage the liquidity risk by monitoring and maintaining
a level of cash and cash equivalents deemed adequate by
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our management to finance our operations and mitigate
the effects of fluctuations in (both actual and forecast)
cash flows. Our management also monitors the utilization
of bank borrowings and ensures compliance with loan
covenants.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2014, our Group had 8,624 employees
(31 December 2013: 8,086). As at 31 December 2014, the
employees’ cost  (including  remuneration)  was
approximately RMB388.0 million (2013: approximately
RMB349.4 million). The remuneration policies, bonus and
training programs for employees of our Group were
implemented continuously according to policies disclosed
in the 2012 Annual Report of the Company and no
change has been made for the year ended 31 December
2014.

In accordance with the relevant requirements of the Rule
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rule”), the Board has
established the Remuneration Committee to formulate
remuneration policy for Directors and senior management
to ensure that the Company has a formal and transparent
procedure. The salaries of the Group’s employees
(including Directors) are generally determined by reference
to prevailing market conditions, personal qualifications
and responsibilities. The Company carries out incentive-
based evaluation and control of the senior management
and the management of each subsidiary mainly through
the annual salary system and the annual target
responsibility system. At the beginning of the year, the
Company signs the annual letters of responsibility with
senior management and the management of each branch
and subsidiary, which set out key indicators, including
pr